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(3) Performing automated
verification.

(b) If there are oil and gas leases sub-
ject to the Act on Federal lands within
your State, MMS may delegate the fol-
lowing royalty management functions
for some or all of the Federal oil and
gas leases to you under this part:

(1) Conducting audits and investiga-
tions; and

(2) Issuing demands, subpoenas, and
orders to perform restructured ac-
counting, including related notices to
lessees or their designees, and entering
into tolling agreements under section
115(d)(1) of the Act, 30 U.S.C. 1725(d)(1).

(c) If there are oil and gas leases off-
shore of your State subject to section
8(g) of the Outer Continental Shelf
Lands Act, 43 U.S.C. 1337 (g), or solid
mineral leases or geothermal leases on
Federal lands within your State, MMS
may delegate authority to conduct au-
dits and investigations for some or all
such Federal leases.

[64 FR 36784, July 8, 1999]

§ 227.102 What royalty management
functions will MMS not delegate?

This section lists the principal roy-
alty management functions that MMS
will not delegate to a State. MMS will
not delegate to a State the following
functions:

(a) MMS must collect all moneys re-
ceived from sales, bonuses, rentals,
royalties, civil penalties, assessments
and interest. MMS also must collect
any moneys a lessee or its designee
pays because of audits or other actions
of a delegated State;

(b) MMS must compare all cash and
other payments it receives with pay-
ments shown on royalty reports or
other documents, such as bills, to rec-
oncile payor accounts. MMS also must
disburse all appropriate moneys to
States and other revenue recipients, in-
cluding refunds and interest owed to
lessees and their designees;

(c) The Department of the Interior
will receive, process, and decide all ad-
ministrative appeals from demands or
other orders issued to lessees, their
designees, or any other person, includ-
ing demands or orders a delegated
State issues;

(d) Only MMS may take enforcement
actions other than issuing demands,

subpoenas and orders to perform re-
structured accounting. MMS or the ap-
propriate Federal agency will issue no-
tices of non-compliance and civil pen-
alties, collect debts, write off delin-
quent debts, pursue litigation, enforce
subpoenas, and manage any alternative
dispute resolution. MMS will conduct,
coordinate and approve any settlement
or other compromise of an obligation
that a lessee or its designee owes;

(e) MMS will decide all valuation
policies, including issuing valuation
regulations, determinations, and guide-
lines, and interpreting valuation regu-
lations; and

(f) MMS may reserve additional au-
thorities and responsibilities not in-
cluded in paragraphs (a) through (f) of
this section.

DELEGATION PROPOSALS

§ 227.103 What must a State’s delega-
tion proposal contain?

If you want MMS to delegate royalty
management functions to you, then
you must submit a delegation proposal
to the MMS Associate Director for
Royalty Management. MMS will pro-
vide you with technical assistance and
information to help you prepare your
delegation proposal. Your proposal
must contain the following minimum
information:

(a) The name and title of the State
official authorized to submit the dele-
gation proposal and execute the delega-
tion agreement;

(b) The name, address, and telephone
number of the State contact for the
proposal;

(c) A copy of the legislation, State
Attorney General opinion or other doc-
ument that:

(1) States which State entity or enti-
ties are responsible for performing del-
egated functions, and if more than one
entity is delegated such responsibility,
the position of the highest ranking
State official having ultimate author-
ity over the collection of royalties
from leases on Federal lands within the
State;

(2) Demonstrates the State’s author-
ity to:

(i) Accept a delegation from MMS;
and
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(ii) Receive State or Federal appro-
priations to perform delegated func-
tions;

(d) The date you propose to begin
performing delegated functions;

(e) A detailed statement of the dele-
gable functions that you propose to
perform. For each function, describe
the resources available in your State
to perform each function, the proce-
dures you will use to perform each
function, and how you will assure that
you will meet all Federal laws, lease
terms, regulations and relevant per-
formance standards. As evidence that
you have or will have the resources to
perform each delegable function, pro-
vide the following information:

(1) A description of the personnel you
have available to perform delegated
functions, including:

(i) How many persons you will assign
full-time and part-time to each dele-
gated function;

(ii) The technical qualifications of
the key personnel you will assign to
each function, including academic field
and degree, professional credentials,
and quality and amount of experience
with similar functions; and

(iii) Whether these persons are cur-
rently State employees. If not, explain
how you propose to hire these persons
or obtain their services, and when you
expect to have those persons available
to perform delegated functions;

(2) A description of the facilities you
will use to perform delegated func-
tions, including:

(i) Whether you currently have the
facilities in which you will physically
locate the personnel and equipment
you will need to perform the functions
you propose to assume. If not, how you
propose to acquire such facilities, and
when you expect to have such facilities
available; and

(ii) How much office space is avail-
able;

(3) Describe the equipment you will
use to perform delegated functions, in-
cluding:

(i) Hardware and software you will
use to perform each delegated function,
including equipment for:

(A) Document processing, including
compatibility with MMS automated
systems, electronic commerce capabili-
ties, and data storage capabilities;

(B) Accessing reference data;
(C) Contacting production or royalty

reporters;
(D) Issuing demands;
(E) Maintaining accounting records;
(F) Performing automated

verification;
(G) Maintaining security of confiden-

tial and proprietary information; and
(H) Providing data to other Federal

agencies;
(ii) Whether you currently have the

equipment you will need to perform the
functions you propose to assume. If
not, how you propose to acquire such
equipment and when you expect to
have such equipment available;

(f) Your estimates of the costs to
fund the following resources necessary
to perform the delegation:

(1) Personnel, including hiring, em-
ployee salaries and benefits, travel and
training;

(2) Facilities, including acquisition,
upgrades, operation, and maintenance;
and

(3) Equipment, including acquisition,
operation, and maintenance;

(g) Your plans to fund the resources
under paragraph (f) of this section, in-
cluding any items you will ask MMS to
fund under the delegation agreement;

(h) A statement identifying any areas
where State law, including State ap-
propriation law, may limit your ability
to perform delegated functions, and an
explanation of how you propose to re-
move any such limitation;

(i) A statement that in accordance
with section 203 of the Act (30 U.S.C.
1733) persons who have access to infor-
mation received under delegated func-
tions are subject to the same provi-
sions of law regarding confidentiality
and disclosure of that information as
Federal employees. Applicable laws in-
clude the Freedom of Information Act
(FOIA), the Trade Secrets Act, and rel-
evant Executive Orders. In addition,
your statement must acknowledge that
all documents produced, received, and
maintained as part of any delegation
functions are agency records for pur-
poses of FOIA. Therefore, persons who
have access to information received
under delegated functions may not use
such information or provide such infor-
mation to any other person, including
State personnel, for purposes other
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than performing delegated functions.
However, this limitation does not
apply if the person submitting the in-
formation consents in writing to its
use for other State purposes.

§ 227.104 What will MMS do when it re-
ceives a State’s delegation pro-
posal?

When MMS receives your delegation
proposal, it will record the receipt
date. MMS will notify you in writing
within 15 business days whether your
proposal is complete. If it is not com-
plete, MMS will identify any missing
items § 227.103 requires. Once you sub-
mit all required information, MMS will
notify you of the date your application
is complete.

HEARING PROCESS

§ 227.105 What are the hearing proce-
dures?

After MMS notifies you that your
delegation proposal is complete, MMS
will schedule a hearing on your pro-
posal, if MMS determines a hearing is
appropriate, as follows:

(a) The MMS Director will appoint a
hearing official to conduct one or more
public hearings for fact finding regard-
ing your ability to assume the dele-
gated functions requested. The hearing
official will not decide whether to ap-
prove your delegation request;

(b) The hearing official will contact
you about scheduling a hearing date
and location;

(c) The MMS will publish notice of
the hearing in the FEDERAL REGISTER
and other appropriate media within
your State;

(d) MMS will publish notice of the
proposal in the FEDERAL REGISTER.
MMS will also post the proposal on the
MMS Website, and upon request, MMS
will send a copy of the delegation pro-
posal to the trade associations to dis-
tribute to their members, as necessary;

(e) At the hearing, you will have an
opportunity to present testimony and
written information in support of your
proposal;

(f) Other persons may attend the
hearing and may present testimony
and written information for the record;

(g) MMS will record the hearing;

(h) MMS will maintain a record of all
documents related to the proposal
process;

(i) After the hearing, MMS may re-
quire you to submit additional infor-
mation in support of your delegation
proposal.

DELEGATION PROCESS

§ 227.106 What statutory requirements
must a State meet to receive a dele-
gation?

The MMS Director will decide wheth-
er to approve your delegation request
and will ask the Secretary of the Inte-
rior to concur in the decision. That de-
cision is solely within the MMS Direc-
tor’s and the Secretary’s discretion.
The MMS Director’s decision, which
the Secretary concurs in, is the final
decision for the Department of the In-
terior. The MMS Director may approve
a State’s request for delegation only if,
based upon the State’s delegation pro-
posal and the hearing record, the MMS
Director finds that:

(a) It is likely that the State will
provide adequate resources to achieve
the purposes of the Act;

(b) The State has demonstrated that
it will effectively and faithfully admin-
ister the MMS regulations under the
Act in accordance with subsections (c)
and (d) of section 205 of the Act;

(c) Such delegation will not create an
unreasonable burden on any lessee;

(d) The State agrees to adopt stand-
ardized reporting procedures MMS pre-
scribes for royalty and production ac-
counting purposes, unless the State
and all affected parties (including
MMS) otherwise agree;

(e) The State agrees to follow and ad-
here to regulations and guidelines
MMS issues under the mineral leasing
laws regarding valuation of production;
and

(f) Where necessary for a State to
carry out and enforce a delegated ac-
tivity, the State agrees to enact such
laws and promulgate such regulations
as are consistent with relevant Federal
laws and regulations.

§ 227.107 When will the MMS Director
decide whether to approve a State’s
delegation proposal?

The MMS Director will decide wheth-
er to approve your delegation proposal
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